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Consumer Demand or Credit 
Accommodation ‘Today 


James E. BRICE 


One of the most radical changes in retailing today is taking place in the field of 
retail credit. This article explains and evaluates this change. 


It is a difficult matter to determine 
exactly what the consumer is demanding 
in the way of credit accommodation 
today. I was not entirely satisfied with 
the opinions given by the credit men in 
New York City, so I decided to write 
to credit men throughout the country 
outside of my own credit group for their 
thoughts on the subject. I did this in 
order to find out if their problem was 
similar to that in New York City. 

The replies received were most en- 
lightening. Not one credit man ex- 
pressed the opinion that the consumer 
was making demands for new types of 
accounts and new credit terms, but prac- 
tically all of them told what their stores 
were offering to the consumer. Appar- 
ently, what the consumer really demands 
is measured by the success of an in- 
dividual credit plan or group of plans. 
All the credit men agreed that, during 
the last six years, the general buying 
public has been starved, due to eco- 
nomic conditions. The acceptances of 
the numerous and various credit plans 
which have been offered should not be 
construed as a demand on the con- 


sumers’ part, but rather as a forced 
draft on the part of the merchants to 
regain sales volume before the country 
really regains its wage income. 

In order to obtain this additional 
volume, some credit plan had to be 
evolved to attract the consumer to the 
store. Department stores as a rule 
recognized this fact, but because they 
had conveyed the impression that they 
only opened accounts for high-class risks 
they felt they could do nothing about it, 
until suddenly some of the smaller 
shops brought forth new types of ac- 
counts. Then there ensued a_ wild 
scramble to climb aboard the band 
wagon, and as a result most department 
stores brought out some new type of 
account or dressed up an old account and 
advertised it. Today, we have had the 
planned charge account, the letter of 
credit, the junior charge account, the 
income account, the extended income 
account, the recess budget account, the 
three-payment plan, the ten-payment 
plan, and others too numerous to record 
here. It seemed that department stores 
began to realize for the first time that a 
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stenographer making $20.00 a week and 
living at home was a far better risk than 
a man earning $75.00 a week, supporting 
a wife and child and living in an apart- 
ment or a house that cost him more 
than he could afford. Naturally 
enough, the consumer has taken ad- 
vantage of our departures from standard 
* credit practices. 


TYPES OF NEW ACCOUNTS 


The planned charge account is a 
regular account, except that the cus- 
tomer is given a plate in which are 
punched 30 holes—each representing 
$1.00. A filler card, with impressions 
corresponding to the holes, is inserted 
in the back of the plate. The planned 
charge account must be paid in full on 
the tenth of the month following pur- 
chase. 

The junior charge account is a modi- 
fied form of cash transaction. The 
accounts are opened for either $25.00 
or $50.00. Twenty per cent is paid 
down immediately, with monthly pay- 
ments of $8.00 in the case of a $25.00 
account, and $16.00 a month if a $50.00 
account is opened. As these payments 
are made, the customer may purchase 
additional merchandise up to the amount 
of cash paid in on the account. 

The other accounts listed are modified 
forms of installment accounts and give 
the customer anywhere from ten weeks 
to three months to pay. Most of these 
accounts are used in the sale of soft 
merchandise, such as men’s clothing, 
boys’ clothing, women’s clothing, etc. 

Competition has compelled the mer- 
chants to go a step further. Install- 
ment terns were lengthened, down pay- 
ments were reduced, and in some cases 
entirely eliminated. Naturally, with 


credit grantors trying to outdo the other 
in making it easy for the consumer to 
buy, credit terms have become extremely 
liberal, and perhaps too much so. We 
do not, however, want to lose sight of 
the fact that the Federal Housing Act 
has played a very important part in 
lengthening the terms of installment 
accounts and in doing away with the 
down payment. But, apparently, the 
Government has seen its mistake and 
amended the Act, sc that now a down 
payment is required on all electrical 
appliances sold in our stores under 
Title 1. 


THE SATURATION POINT 


It is my conviction that our liberal 
credit terms and inventive genius for 
new types of accounts have just about 
reached the saturation point. The pres- 
sure to lengthen terms and develop new 
types of accounts was the result of a 
temporary customer psychology. In 
other words, immediately following the 
depression, customers needed merchan- 
dise and were willing to mortgage fu- 
ture earnings in order to get this mer- 
chandise. 

As earning power increases, this will- 
ingness to mortgage future earnings 
probably will gradually disappear. This 
does not mean that the sound credit 
plan which liberalizes the extension of 
credit to people of limited incomes and 
who have steady employment will ever 
be less important than it is today, 
because I firmly believe that it is eco- 
nomically sound. Nor do I as a credit 
manager believe that we should cut 
down our promotional activities that 
emphasize credit and are business get- 
ters; but when one realizes that the 
consumer income in January of this 
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year has shown a gain of nearly five 
hundred million dollars, and that total 
consumer income for the entire month 
approximated four billions dollars, or the 
largest total for the month since 1930, 
there is some justification for the belief 
that there is a gradual change coming. 
This change will take stores out of the 
“terms market” which is the demand 
created for the consumer and not by the 
consumer, and they will get back again 
to a market based on quality, price, and 
service, for those undoubtedly will repre- 
sent consumers’ demands in the future. 
In the field of financing, the credit situa- 
tion is being paralleled; the first real 
financing after the depression was the 
underwriting of bonds and mortgages, 
and there followed consecutively issues 
of debentures and preferred stock, and 
it is reported that the next step in 
financing will be in junior issues, namely, 
common stocks. 


CATERING TO LOWER INCOME GROUPS 


We must increase our volume, we 
must increase our profits, and in order 
to do this we must courteously and 
patiently court the good will and future 
income of the average wage family. 
During 1933, 70 per cent of the American 
families received incomes of less than 
$1,500, and 93 per cent received incomes 
of less than $3,000. These people are 
the potential customers of every de- 
partment store in this country, and it is 
on their future incomes that our depart- 
ment stores must depend for increased 
volume. 

Mr. A. W. Zelomek, economist of the 
International Statistical Bureau, Inc., 
recently said in an article published in 
the Journal of Retailing: 


We shall hear a great deal more about credit 
sales during 1936 than during any period since 
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1929. Even without a glimpse into the future, 
one could almost dare to prophesy that the next 
depression will be the partial result of an over- 
extension of credit to the consumer on a far 
larger scale even than during the period of 1929. 
Yet no merchant, no mercantile organization 
can disregard this demand for increased credit 
buying, if it is to get its share of the increase in 
sales volume. There is no doubt but that a 
problem of contraction of credit will be faced, 
but probably not for many years. 


Another fact that we cannot overlook 
is the pent-up needs of the American 
people. In a report written by B. C. 
Forbes in the April 20, 1935, issue of 
Liberty, 10,000,000 people at that time 
needed electrical refrigerators, or a total 
of $1,699,000,000. Eight million people 
needed washing machines amounting to 
$210,375,000, and $400,000,000 worth 
of radios were needed. In just these 
three items, there is a potential sales 
volume of $2,300,375,000. Of course, 
by this time, some of this demand has 
been satisfied, thereby reducing the 
potential volume, but there is still a 
tremendous amount of business to be 
had on sound credit terms. 


TOO MUCH PUBLICITY 


There are two dangers, however, that 
we must watch—one of which is the 
danger of too much publicity on the 
subject. It is unfortunate that so 
many people have an entirely wrong 
conception of installment credit. To 
clarify this point, I want to quote part 
of an editorial that appeared in a Long 
Island newspaper on March 4, 1936. 
After each paragraph, I have made a 
comment. 


When the depression caught many families 
loaded up with luxuries purchased on the in- 
stallment plan, which they subsequently lost 
with all their payments, installment buying 
fell into disrepute. There were those who 
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charged that it was a major cause of the depres- 
sion. Millions of people foreswore installment 
buying “for good.” 


The editor is wrong. Comparatively 
few luxuries are bought on the install- 
ment plan, unless furniture and all the 
other necessary articles of home fur- 
nishings and equipment are considered 
in that class. Installment paying did 
not fall into disrepute because people 
retrenched in their purchases, as they 
saw they could not make payments. 
The losses from bad accounts during 
the depression were not large, nor 
did collection percentages suffer to any- 
where near the extent that business 
in general suffered. Installment buy- 
ing had no material effect in causing the 
depression, nor in prolonging it. If it 
did, the losses would have been so great 
that installment selling would have been 
thrown out of the credit structure. 
Second paragraph: 


But not for long. With recovery affecting 
many incomes, favorably, Americans have re- 
turned with a vengeance to their predepression 
habit of supplementing purchasing power by 
mortgaging future earnings. 


As people got back their jobs, or their 
confidence, they naturally started buy- 
ing what they needed. Installment buy- 
ing is not a “habit” but an economic 
necessity. Third paragraph: 


In 1934, some ten to fifteen per cent of de- 
partment-store sales were based on installment 
buying. In 1935 the figure was approximately 
thirty per cent. 


The Retail Credit Survey shows that 
1934 installment sales of 184 department 
stores were 7.2 of total sales. It is 
doubtful if the 1935 figure will come 
anywhere near 30 per cent—possibly a 


little over 10 per cent. Fourth para- 
graph: 


Automobile finance companies, despite the 
new competition from personal-loan depart- 
ments of banks, broke all previous records 
last year. One of the largest finance companies 
with branches in all of the 48 States reports 
that in 1935 business was 25 per cent over its 
1934 volume, 72 per cent over 1933, and 7 
per cent above 1929. 


If it was not for the installment plan, 
the automobile industry could not have 
staged the increase in sales it did last 
year. Fifth paragraph: 


The Retail Credit Bureau of New York City 
received 64,000 credit inquiries in October 
1935. This broke all previous records and 
indicates the number of families desiring to 
open charge accounts or buy on the installment 
plan. 


The 64,000 mark of October was 
broken in November and blasted in 
December when over seventy-two thou- 
sand inquiries were handled. Sixth par- 
agraph: 

Economists deny that installment buying 
had any part in the depression. It may have 
actually delayed the depression. When income 
could no longer keep abreast of current con- 
sumer goods production, people began mort- 
gaging future earnings and held up the volume 
until loss of income through the depression 
stopped this. 


For once the economists are right. 
Seventh paragraph: 


There is a limit to the mortgaging power of 
future earnings as well as to income. How- 
ever, the fear is expressed that the return to 
installment buying is a dangerous sign. 


The limit is far from being reached, 
and the alleged “return” to installment 
buying is not a dangerous sign, but a 
healthy indication, provided, of course, 
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terms are kept short enough to ensure 
payment of the account before the 
merchandise is worn out and dis- 
carded. 


MISLEADING ADVERTISING 


A second danger is the type of adver- 
tising which some stores are using to 
promote these new types of charge 
accounts. The statement that “your 
account is open if you have a job” is 
absolutely untrue, because any store 
letting down the bars to that extent 
would find every deadbeat in town on its 
doorstep. Regardless of how stores ad- 
vertise, every applicant is checked 
through the Credit Bureau and it is that 
organization in 1,200 cities of the coun- 
try which is the safety valve of our 
entire credit structure. One store which 
advertised as before mentioned found it 
had to reject more than twenty 
per cent of its applications because so 
many of the slow and “won’t payers” 
thought the store meant what its ad- 
vertisement said. 

Care must be used in advertising 
credit terms and types of accounts. 
Although a store declines and turns 
away from its door the poor-pay cus- 


tomers, there is undoubtedly a certain 
amount of ill will built up, and many 
of these customers who probably have 
been buying for cash in the store will 
become offended and take their cash 
business elsewhere. 


CONCLUSION 


During the last fifty years, business 
has undergone many changes in methods 
of operation. The style factor has taken 
an exceedingly important part in manu- 
facturing, merchandising, and selling, 
and now perhaps we are in the midst 
of an important and complete change 
in our present credit structure. Every 
sales-minded credit manager, who has 
had any experience with these new credit 
terms and accounts, must admit that his 
store has enjoyed increased credit volume 
without materially increasing its bad debt 
losses—although it has, perhaps, suffered 
the loss of some cash and C.O.D. sales. 

Nor can credit managers overlook 
the fact that somehow they must evolve 
a credit plan which will prove attractive 
and more suitable to the average family, 
thus permitting stores to distribute more 
widely the goods produced so abun- 
dantly. 
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The Grocery Department in the Depart- 


ment Store 


Marion HARNER 
Here are little known facts about a department that is increasing in importance 


INTRODUCTION 


Recently there has been considerable 
interest in the development of the gro- 
cery department. In a recent study of 
the trends in department-store lines and 
services, a marked interest in both 
regular and specialty grocery lines was 
found to exist.1 The author makes the 
statement that “the regular grocery field 
is largely untouched by department 
stores, only 16 of the 76 stores (report- 
ing) carrying such lines. Additions in 
6 stores and abandonments in 5 indicate 
interest but little trend. Specialty gro- 
ceries, however, are found in nearly half 
the stores, and the comparatively large 
number of additions points to their 
greater development.” Interest was 
also indicated by the number of letters 
received from stores not carrying depart- 
ments that wished for more information 
in this field. In spite of this growing 
interest, there has been little information 
available concerning the place of gro- 
ceries in the department store. Accord- 
ingly, this survey has been conducted by 
the School of Retailing of New York 
University in codperation with the Mer- 
chandising Division of the National 
Retail Dry Goods Association. 


1 Donald W. Hodge, “Trends in Department 
Stores’ Lines of Goods and Services,” Journal 
of Retailing, XI: 3 (October 1935), pp. 70-77. 


The purpose has been to get as com- 
plete a picture as possible of the grocery 
department; and to determine such facts 
as the department’s greatest obstacles 
in operation and the factors affecting 
volume and profit. While only 24 stores 
submitted reports, they are probably 
representative of the comparatively few 
stores carrying groceries at the present 
time. 


FACTS OF GENERAL INTEREST 


Department advantages: Three points 
of general interest disclosed by the sur- 
vey are: 

1. The grocery department contributes 
from two to three per cent of the business 
of the stores that have such a depart- 
ment. This is a percentage that is 
equaled by only a few other depart- 
ments of the store. In addition, one 
third of the stores reported that their 
sales are increasing. 

2. During the months of January, 
February, and July, the grocery depart- 
ment does a better business than the 
average department in the store. Thus, 
it serves partially to offset the typical 
seasonal decline. 

3. The rate of turnover for the grocery 
department is a very good one, about 
eight turns per year. This figure is a 
median; the highest turnover reported 
was 17 and the lowest 23. With depart- 
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ment-store turnover averaging about 
four times, it is evident that groceries 
tend to improve store turnover. 

Ownership: There is a decided tend- 
ency for the grocery department to be 
owned by the store and not leased. 
Twenty-two stores out of the 24 included 
in this survey reported store ownership. 
It is apparent that the stores consider 
the grocery department’s problems of 
merchandising and operation to be 
enough similar to those of other depart- 
ments to make it desirable to include the 
grocery department under their juris- 
diction and direction. 

Location: The main floor was given 
first preference in department location 
with the basement as the next alter- 


native. 
Sys: Ply Shin le'n SRW Ey 13 
ae are eee 9 
Above main floor............. 2 


24 
It should be noted that only 2 of the 
stores included in the survey had gro- 
ceries above the main floor. There is 
considerable justification for an upper- 
floor location when the grocery depart- 
ment carries specialty merchandise pri- 
marily, for the customer will come 
expressly to the grocery department to 
purchase specialties. However, if the 
department handles much convenience 
and “pick-up” merchandise, in competi- 
tion with the chain and neighborhood 
grocery stores, it should be in a position 
to take advantage of customer traffic. 
Customer service: In general the gro- 
cery department offers the same service 
as the rest of the store. 


Delivery and charge.......... 17 
Delivery and cash............ 3 
COSR ONG CASTY. 0... ceases _4 

24 


Of course there are several difficult 
problems in delivery. Some stores have 
found it necessary to refuse delivery of 
merchandise in need of constant re- 
frigeration as well as merchandise that 
will not stand the usual delivery han- 
dling. Examples of such products are 
fresh meats, dairy and delicatessen 
foods. While some stores deem it 
advisable to establish a minimum 
amount for sales transactions subject 
to free delivery, a policy to deliver any 
purchase seems to be the more prevalent. 

Types of transactions: In the grocery 
department about 60 per cent of the 
sales are taken and about 40 per cent 
delivered. Also, about 57 per cent of 
the sales are cash, 36 per cent are charge, 
and 7 per cent are C.O.D. 


MERCHANDISING THE DEPARTMENT 


Grades of merchandise carried: In most 
lines of groceries, three grades or quali- 
ties are recognized: popular (low), me- 
dium, and high. Prices vary accord- 
ingly. The stores reported on grades 
as follows: 


AREAS oe a ee 3 
Popular and medium.......... 7 
Popular, medium, and high..... 1 
NN i ekki ne sans oedetie Rs 6 
Medium and high............. 3 
NE hich cnr kk ak A ch aah ee 3 

23 


There is a marked tendency to carry 
popular and medium grades with little 
emphasis on the high grades. About 
half of the stores attempted to carry 
two grades. 

Brand policy: Packaged merchandise 
is the only important method of selling 
grocery products today for the sale of 
bulk goods has almost vanished. Twen- 
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ty-three stores reported that they fea- oo ee er 1 
tured packaged merchandise. One store Imported only............... 0 
did not answer the question. This fact —~ 
brings up the question of brand policies. 23 
National brands only......... 9 It is interesting to note that although 
National and private......... 4 national brands are most frequent, 
National and imported........ 3 appearing in 19 out of 23 stores, 11 
National, private, and im- stores out of 23 or almost half have 
eS >. rn 3 introduced their own private brands. 
Private and imported......... 3 Nine stores handled nothing but national 


LINES OF GROCERIES CARRIED IN DEPARTMENT STORES 
Number Carried as Ranking? Ranking? 


Classification of stores specialties as to as to 
stocking it only volume profit 

REN ees i Siping 5 Boe ck’ & 24 5 1 6 
ET Oe as ee kas 5 stk po 065 0 20 thes 24 5 8 2 
A SCS apeiege RES Sae O oea a 24 7 2 7 
RS a a ae 24 5 6 4 
a 24 5 6 8 
a BE eo ob gids. c d.y/ bie Sm Sed gia 24 2 7 12 
| a a 24 6 9 9 
Vegetables (canned)......................05. 23 2 3 3 
La 23 6 2 1 
Beverages, nonalcoholic...................... 23 1 12 12 
Dessert preparations.......................- 23 2 14 13 
Spices, condiments. ..................ccceeee 22 3 12 5 
us fala gee) ane a ae 22 1 15 11 
nea ys os Rae ee fess 20 0 4 14 
Sy Se ee er 20 3 10 5 
EINEM Ss Go 6c isi 6:6 aloe SW vine ivi Vides dieie wate 20 3 9 10 
EE 20 0 6 14 
EERE eS 19 1 9 14 
Rs etree sors s'v ses se eiee pins 19 0 11 9 
I ice b ces dad dues. 18 1 13 14 
a iri en kivk b 4 s.s Habudea ders > 16 3 

Bakery products, rolls, etc................... 15 2 

a 14 2 

Delicatessen products....................... 14 2 

EE a in ba ft ew ss 6a¥es os esee 14 0 

| 10 1 

RMNPUNIRD So Few Loc lies Gs ces eGo ee 10 1 

ee ek ae es OL sheep « 9 0 


2 The method of weighting used to determine _ stores were not included in the ranking as they 
a product’s ranking in volume and profit is as would not yield comparable figures. The line 





follows: for each first place a product received, 
it was given a score of 5 points; for each second, 
a score of 4; for each third, a score of 3; for each 
fourth, a score of 2; and for each fifth a score of 
1. Products that were carried by less than 18 


with the highest weighted score was ranked 
No. 1, that with the next highest No. 2, and 
so on. Those with equal weights were given 
the same ranking. 
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brands. Imported products along with 
their other merchandise have been 
emphasized by 9 stores. 

Merchandise carried: The preceding 
table gives the lines most frequently 
carried, their standing in regard to 
volume and profit and the merchandise 
that is most frequently carried as spe- 
cialties only. Specialties, in this in- 
stance, are defined as goods featuring 
unusual quality, rarity, or fancy pack- 
aging. 

It is clear from the table that fruit, 
coffee, vegetables, sugar, and biscuits 
lead in volume ranking while fruit, 
syrups, vegetables, pickles (including 
relishes and olives), and spices lead in 
profit ranking. It is to be observed that 
as a general rule the goods most fre- 
quently carried as specialties only are 
within the upper half of the group of 28 
lines from both volume and _ profit 
standpoints. 

Fresh meats, although not given a 
profit or volume ranking because only a 
few stores carried them, are of special 
interest. Of the 9 stores that handled 
them 6 rank them first in volume in their 
stores and 6 stores also rank fresh 
meats among the first five most profitable 
lines. 

Merchandise control: The taking of 
periodic physical inventories is by far 
the most widely used method of stock 
control. 


Periodic physical inventory. ... 19 
Reserve stock requisition. ..... 4 
Minimum stock sheet......... 1 

24 


Eight stores out of the 19 that used a 
periodic physical inventory took a 
monthly inventory while 5 stores took 
inventory every six months. Doubtless, 
the stores reporting these infrequent 


inventories do have a more frequent 
stock inspection system. 

In the light of the high rate of turn- 
over for the department, it would seem 
advisable to have a frequent physical 
inventory and to derive sales from 
purchase and inventory figures so as to 
insure against loss of sales through 
inadequate stocks. 

Merchandise sources: Although in most 
department stores the majority of pur- 
chases are made direct from the manu- 
facturer, groceries are still largely bought 
from middlemen as the following analysis 
reveals: 


Per cent 
Se cd nes. ss o's eee 30.7 
. Er eres eS" 29.1 
Direct producer............ 18.4 
DGOCE COMET... 0a cnses 17.2 
Commission merchant....... 4.6 

100.0 


There are several reasons for this 
emphasis on buying through middlemen 
as shown by the grocery department. 
First, the merchandise carried by the 
grocery department is so varied that it 
necessitates buying through some agent 
that will assemble the different classes 
of merchandise at a central distributing 
point, a function carried out by the 
middleman; the second reason might be 
that the middleman absorbs some of the 
risk of fluctuating prices; and, third, he 
is capabie of making quick deliveries. 


PROMOTING THE DEPARTMENT 


Selling methods: The most important 
method of selling groceries in the depart- 
ment store is to provide salesclerks, as 
in the other departments. The follow- 
ing table gives the various methods with 
their weighted values. The method of 
weighting is the same as the one pre- 
viously described. 
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Clerk served................. 42 
Demonstrator............... 31 
as Se ididutin teees souk 21 
Bargain tables............... 17 
ae ee aes 16 
PN irsissiiioi. .b08:. Kw 3 


Advertising media: Newspapers are 
:¢ported to be by far the best medium 
for the grocery department. Weighted 
values are given in the following table: 

Newspaper (part of store adver- 


Ds ik cad tisees cs. 49 
Newspaper (separate advertise- 

ai Bias Pais ie 46 
a re 12 
so 5 ile'k widest bia wins 10 
EE eee, Cera 2 
CN Sido e ke soeces 1 


Handbills are of little value outside of 
the store because they have lost their 
distinctiveness since every little store is 
able to and does use this method of ad- 
vertising. However, handbills handed 
out as customers enter the store may be 
advantageous as a method of increasing 
sales. A customer will not usually be 
attracted to a store because of a handbill, 
but once in the store may be tempted 
to purchase on the strength of the sug- 
gestions found on the handbill and the 
ease with which she can make the pur- 
chase. Direct mail is obviously hard to 
use in the case of groceries because it is 
too selective a medium for such a varied 
and staple type of merchandise. Sucha 
method would not get the results that 
an expenditure in some other form might 
produce. Although the radio, as a 
means of advertising the grocery de- 
partment, is of little importance at 
present, it is a new field and will prob- 
ably grow as its commercial uses are 
more fully studied and understood. 
Catalogues are of little importance in 


the grocery department because they 
are used chiefly for comparison purposes 
by those that are comparing price more 
than quality. Since the grocery depart- 
ment regards quality as one of the 
standards to be maintained as a method 
of competing with other stores in the 
grocery field, it logically follows that 
catalogues are not used to a great extent. 
Display policies: Floor and counter 
displays seem to be most effective, 
whereas window and aisle table displays 
are about equal in importance. The 
following table gives the weighted values 
computed in the same way as before: 


SE, 2554 Wikis « MAMLA NR Od 38 
SU id iin Sada ¢ VR AE mates a 37 
Nis heck oid hve dees 25 
DKS Ci ie Dhws aiedeuys 21 
NES With dk Aba. Ae dn e late oo 13 


Special sales and promotional devices: 
The buying power of the public is in- 
creasing due to better business condi- 
tions. With better times it will be 
necessary to plan carefully sales and pro- 
motions in order to take advantage of 
the expected increase in customer pur- 
chases. Special sales events and pro- 
motional ideas reported by the stores to 
be of value are listed below: 


Special Sales Events 


Canned goods sale 
Anniversary sale 
Fall festival sale 
Half-price sale 
Dollar day 

California fruits 
Food fairs 
Easter specials 
New Year party necessities 
Christmas foods 
Suburban day sale 
Annual department sale 
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Promotional Devices 


Cooking school 

Food show 

Special sales events whenever the store 

as a whole has a promotion 

Price promotions 

Demonstrations 

Educational talks 

Planning sales: Out of 20 stores that 
reported in regard to sales planning, 11 
planned their sales six months in ad- 
vance. Seven stores planned only one 
month ahead. In the case of planning 
for special feature events, it was found 
that the greatest percentage of the stores 
plan their events about one month in 
advance. 

A good method of planning sales is 
through the use of the three-folder sys- 
tem, which facilitates careful planning. 
Under this method the year’s sales ob- 
jective is first determined and then 
broken down into three smaller objec- 
tives, each representing a four-month 
period. With the sales objective in mind, 
a sales-promotion plan is constructed to 
produce the desired result within the four- 
month period. 

Sales distribution: Twenty out of 24 
stores submitted answers to the question 
on sales distribution. The figures given 
in the following table are arithmetic 
averages and represent the department 
business for each month expressed as a 
per cent of the total year’s business: 


Per cent 
Ra Miinkd 3 kes kan 7.8 
ee ee 7.2 
EEC er Se 9.1 
RE ee ee ee 7.5 
RE eee 7.1 
ET eee eee ee eee 7.6 
SS renee re 6.4 
rr Peer 7.1 


Per cent 
| ne 8.3 
SS is S'a ho bee ac vuses 9.6 
PES 55.5 chs 03 wean 9.9 
i Pa ee 12.4 
100.0 


FACTORS AFFECTING VOLUME AND PROFIT 


Obstacles to profitable operation: Price 
reduction to meet competition is by far 
the greatest source of worry for the 
grocery department. There are three 
possible remedies to this situation: (1) 
the development of a private brand, (2) 
carrying more specialty merchandise, 
and (3) shifting the emphasis from price 
to quality. With economic conditions 
changing for the better, the emphasis on 
quality will meet with customer approval 
since, as more money is available to the 
customer, she puts less emphasis on 
price and turns her attention to quality 
and workmanship. 

Listed according to importance the 
other obstacles reported are: loss leaders 
(loss leaders are really a phase of com- 
petitive price reductions), high over- 
head, high rent, overstocking, shortage, 
and high payroll. 

Elements in making groceries more 
profitable: The stores report that sales 
volume is the chief need today in increas- 


ing profits. The following table gives 
weighted values: 
Increasing sales volume....... 49 
Increasing initial markup...... 24 
Reducing expenses............ 7 
Decreasing markdowns........ 2 


Volume can be realized by adding certain 
products to the line such as fresh meats 
or bakery products. A careful analysis 
of the department layout may also 
increase sales volume. A number of 
grocery departments have failed to 
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realize this and have paid little attention 
to customer flow or the pulling power of 
certain merchandise in comparison with 
others. The department store attempts 
to feature merchandise that is above the 
average in quality for the price asked. 
With this type of merchandise, the 
grocery department has a wonderful 
opportunity for open shelving and dis- 
play work. Merchandise of quality can 
bear inspection and should be made as 
accessible to the customer as possible, 
the nearer the customer is to the 
merchandise the more likely she is to 
observe its higher quality and the greater 
the possibility of a sale. Another possi- 
ble way to increase sales volume is the 
introduction of a more thorough system 
of personnel training that emphasizes 
suggestion selling, and that supplies 
salespeople with merchandise facts. One 
large store has three different kinds of 
merchandise training: (1) merchandise 
questionnnaires dealing with the mer- 
chandise in stock, (2) a study of the 
merchandise giving it source, method of 
packing, the flavor, color, etc., (3) a 
study of food preparation for the table, 
what to use, and how to use it. 

An increase in initial markup is of next 
importance in making the department 
more profitable. Several suggestions as 
to how this might be realized are: (1) 
introduction or emphasis on private 
brands, (2) an increase in the number of 


specialties carried, and (3) pushing of 
the more profitable lines through sugges- 
tion selling. 

Methods of meeting competition: Listed 
according to importance, the following 
features are considered the most effective 
in meeting the competition of chain 
stores: 

1. Quality of merchandise at an at- 

tractive price 

2. Carrying specialty merchandise 

that will not be found in the 
average chain store 

3. Providing an attractive layout— 

the department store has a great 
opportunity and advantage over 
the chain in this respect 

4. Providing added services such as 

delivery and credit service 
In meeting the competition of the inde- 
pendent neighborhood store, the follow- 
ing features are most frequently stressed: 

1. Quality of merchandise 

2. Exclusive merchandise that will not 

be found elsewhere 

3. Larger selection 

4. Attractive layout 
These bases of competition help define 
the grocery department’s position in the 
grocery field. With economic conditions 
getting better, a grocery department 
with distinctive policies has a place in 
the department store. It should con- 
tribute materially to store sales, turn- 
over, and profits. 
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What Department Stores Think of News- 


papers’ ‘©Plus-Services’’ 


C. BARTON McMartH, Jr. 


Sixty-nine department stores report here frankly what they think of special services 
that newspapers attempt to furnish them. Both newspapers and stores will find 
the information of value in framing policy. 


In the preceding issue of the Journal 
of Retailing, an appraisal was made of 
the services that American newspapers 
offer their retail advertisers. A survey 
was made among 214 newspapers in 
cities in the United States with popula- 
tions of 100,000 and over. One hundred 
and twenty-three answers were received, 
a 57.5 per cent return, indicating wide- 
spread interest. Analysis of these re- 
turns from all sections of the country 
showed a universal awareness of the 
problem of more closely codrdinating the 
forces of the newspaper and the retailer. 

The more important findings of this 
study were as follows: practically all 
newspapers offer their retail advertisers 
copy and layout services and campaign 
planning services; 89 per cent of them 
subscribe to “‘mat” services for the use 
of their advertisers; 89 per cent stated 
that they periodically check the pulling 
power of individual advertisements by 
getting result stories from the stores and 
by counting the number of shoppers in 
the department; of these, 44 per cent do 
it regularly and 25 per cent submit 
reports of their activities to the retailers; 
46 per cent of the newspapers stated that 
they had research departments available 
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for the use of their advertisers, while 20 
per cent of those that did not stated that 
they believed there was a place for one 
in their organization; 69 per cent of the 
papers run periodical “shopping”? col- 
umns and 56 per cent publish sketches or 
photographs of new merchandise in the 
local stores. 

Copies of this study were sent, along 
with a questionnaire, to 282 department 
stores in the cities served by the 123 
answering newspapers. An effort was 
made to ascertain the extent to which the 
department stores used the services 
offered by their newspapers, and the 
opinions of the publicity managers were 
asked as to the value of these services in 
assisting their stores to function more 
efficiently. 

Sixty-nine replies (nearly twenty-five 
per cent) were received from this ques- 
tionnaire and a great deal of interest was 
evidenced by most of the stores report- 
ing. A detailed tabulation, in break- 
downs according to size of stores and 
according to size of cities, follows. 


COPY, LAYOUT, AND PROMOTION SERVICES 


(Questions 1 and 2) 
As a general rule, newspaper help in 
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DEPARTMENT-STORE USE OF SPECIAL SERVICES SUPPLIED BY NEWSPAPERS ( 
Stores Classified By 
Sales Volume Size of City 
in Millions in Thousands 
nder Over 100- 200- Over 
Total 2 2-74 7h 200 700 700 
Total stores answering 69 24 20 25 24 23 22 
. Does store make active use of Regularly 4 Sie) Mee 22— 
copy and layout services sup- Occasionally 16 8 3$ 5 8 4 4 
plied by newspapers or solicitors? Never 49 i4 16 19 14 17 18 
. Does store make active use of Regularly 6 . 3 3 . =o 
sales-promotion ideas supplied Occasionally 35 10 10 15 13 11 11 
by newspapers? Never 28 10 9 9 8 10 10 
. Do you use the newspapers’ Regularly 10 73=— 7 3— 
“mat” services? Occasionally 25 2 8 $ mo & @ 
Never 33 5 9 19 22 we 
. Do newspapers help you plan: 
Size of advertisements? Yes 2 1— 1 1 1— 
Timing of advertising? Yes 4 1— 3 1 i 
Merchandise to feature? Yes 6 1 1 4 4 
None of above three? None 59 22 18 19 21 21 17 

a) Would you appreciate more Yes 27 12 6 9 11 8 8 

expert help along this line? No 37 11 11 15 10 14 13 
. Do the newspapers help you in Regularly 2-— 1 1 —-— 2 

checking the pulling power of Occasionally 13 e 7 2s 3 

your advertisements? Never 54 21 16 17 22 20 12 

a) If they do, are the reports Yes 4 — 1 3 — 1 3 
they provide of value to you? Partially 10 3$ 2 $5 2 se 

No 1 —-—- 1— —-— 1 
. Do your newspapers have re- Yes 33 8 8 17 9 T & 
search facilities available for the Do not know 13 4 4 § ., hee 

use of your store? No 21 12 6 3 Bb. oo 

a) If so, do you use them to ad- Regularly 4 2— 2 : te 
vantage? Occasionally 22 4 6 12 6 3 13 

Never 6 t es i a 
. Does your store codperate with 

newspapers in providing: 

a) Information for “fashion ob- Yes 54 15 17 22 15 19 20 
server” or “shopping” col- No 7 6— 1 6— 1 
umns? No columns 6 = Se 2 & A 

b) Fashion sketches or photo- Yes 47 13 15 19 1416 17 
graphs? No 13 8 1 4 i 2s 

Do not run 7 $2 2 2 “hir4 

c) If yes to either of above, are Yes 34 9 13 12 10 12 14 
there any sales directly trace- Seldom 17 Ss 2 5 6 6 
able to these features? Never 3 23i1i-— 2i1i-— 

the preparation of copy and layout is answering department stores said that 
unnecessary from the department-store they never used the copy and layout 
angle. In the accompanying table, it services of their newspapers. The larg- 
will be noticed that 71 per cent of the est percentage of these, as might be 
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expected, was in the larger stores and in 
the larger cities, where the stores have 
their own specialized departments. 
Indicating that it never uses the first 
three services in the questionnaire, one 
large New York store replied: 


These are available, but we prefer to keep 
a “continuity” by doing our own. 


However, 42 per cent of the smaller 
stores in the smaller group of cities admit 
of regular or occasional use of copy and 
layout services and 65 per cent of sales- 
promotion services. Some of the com- 
ments of the smaller stores were: 


We welcome usable plans. 

Their solicitors are most helpful with layouts 
and writing copy and we use them constantly. 

Newspaper promotions usually planned too 
close to event—our plans most always already 
made. 


From the larger stores came several 
varied comments: 


Their service is geared to demand of small 
advertisers. 

Willing to listen—but so far have never seen 
even one real idea. 

We have never received material that did not 
call for a greater advertising expenditure. 

In general, the ideas promoted by the news- 
papers are attempts to increase lineage, rather 
than genuine efforts to be helpful in the selling 
of specific merchandise. In my opinion, the 
“special section” is the curse of the business. 


“MAT”? SERVICES 


(Question 3) 


As to “mat” services, approximately 
half the stores use them regularly 
or occasionally. Few stores over 7} 
million in sales or in the largest cities 
use them at all—and then only occa- 
sionally. Several stores commented that 
they employed these “mat” services in 
a limited number of departments and 


some in men’s or basement departments 
exclusively. 


PLANNING THE ADVERTISEMENT 


(Question 4) 


Eighty-five per cent of the department 
stores do not use the help of the news- 
papers in determining the size, timing, 
or subject matter of their advertise- 
ments. However, 39 per cent of them, 
and a majority of the stores under two 
million, said they would appreciate more 
expert help along this line with the 
following comment: 


We don’t have enough help. 

I believe newspapers could use solicitors 
who have had actual department-store promo- 
tion experience. The little additional cost 
would be offset by the constructive job done. 

Papers have fallen down on what could be a 
vital function to aid advertisers. 


Several stores marked “‘no” with the 
following comments: 


Newspapers are interested only in selling 
space. They have no competent merchandisers. 
If advertisements pull, paper claims credit; if 
advertisements fail to pull, they maintain dis- 
creet silence. 

Newspapers are too biased—they merely 
want to sell lineage. 


CHECKING ADVERTISEMENTS’ PULLING 
POWER 


(Question 5) 

Whereas 89 per cent of the newspapers 
stated they periodically checked the 
pulling power of their advertisements, 
only 22 per cent of the department stores 
answered that their newspapers helped 
them along this line, two thirds of this 
group being in the large metropolitan 
centers. Where provided, the stores 
found the checks of some value. A store 
in a smaller city stated that the local 
newspapers had no facilities. One store 
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in the medium-size group commented 
succinctly that, 


Dollars received measure pulling power. 


A small store in a large city made this 
complaint: 


Everything they do is for comparison with 
some other media which we already know! 


RESEARCH FACILITIES 
(Question 6) 


Among the newspapers, 46 per cent 
stated that they had research facilities 
available for the use of their retailers, 
concentrated largely in the metropolitan 
centers. Similarly, 48 per cent of the 
department stores were aware of this 
fact. Thirty-eight per cent of the stores 
use these facilities to advantage but only 
four stores at all regularly. Surprising 
though it seems, 19 per cent of the 
department stores did not know what 
their newspapers offered along these 
lines. 

Some of the comments received on 
this question were: 


A research organization of this type would be 
of real value. 

Their conclusions have no real value. 

This is about the only item of service which 
is genuinely helpful. Lineage reports and items 
of interest from other cities are really helpful. 

Yes—but they only pertain to lineage—we 
repeatedly ask for lineage by price lines by 
stores. 


A good summary of the use of these 
services by a department store was 
found in this comment: 


We use these services for spot checks on 
consumer reactions, for lineage comparisons, 
and for specific information we want from small 
groups of customers. 


SHOPPING COLUMNS AND PHOTOGRAPHS 
(Question 7) 


Seventy-eight per cent of the depart- 
ment stores codperate with their news- 
papers in providing material for a fashion 
information or “shopping” feature in 
the editorial columns of the paper; 68 
per cent codperate in furnishing either 
fashion sketches, photographs, or subject 
matter for them. The stores most 
noticeably in favor of these companion 
efforts were those in the middle and 
larger groupings by both size of store 
and size of city. Many stores com- 
mented on the good job being done by 
the newspapers in this regard, one of 
the largest stores in the country 
commenting: 


Newspaper coéperation excellent. 


Five stores stated that they conducted 
a shopping column in their paid adver- 
tising space; six said they believed that 
the syndicated fashion feature would be 
much more helpful in their communities 
if it were properly supplemented by local 
tie-ups. Four stores expressed them- 
selves as willing to codperate with their 
newspapers, feeling that such features 
would be helpful. 

Comments on this question covered a 
wide range: 


Newspapers’ staffs are too small. 

Valueless without mention of store name. 

Not consistent—shopping columns come and 
go—not good enough—not given enough pres- 
tige. 

Most constructive and practical service 
papers have to offer. 

Think 90 per cent of such features are 
unnecessary. 


From a large metropolitan store: 
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This space (shopping column) is often devoted 
... to merchandise that is not particularly out- 
standing. It is much more interesting news 
when newspapers select merchandise without 
advising the store. 


From a smaller store in a large city: 


Believe papers could stretch themselves to 
do a fraction as much (editorially) for retailers 
as they do for movies. 


From a larger Southern store: 


We have on several occasions codperated with 
society editors and fashion editors in furnishing 
clothes and models for authentic fashion pic- 
tures. We expected no credit or publicity of 
any kind, because we felt that to stimulate 
style consciousness in the community would be 
of great value to us. In every case, after a 
tremendous effort on our part, the idea has 
petered out after a few days or weeks because 
the editor found it easier to use ‘‘canned” 
material which was not of the slightest use to us. 


GENERAL COMMENT 


There follow some of the general com- 
ments gleaned from letters accompany- 
ing the returned questionnaires, express- 
ing definite opinions and offering 
pertinent suggestions: 

From a smaller midwestern store: 


It seems our local newspapers...do not 
devote enough attention to their advertisers 
and too much attention to news that could be 
curtailed or entirely eliminated. For instance, 
I mean the quantity of ballyhoo that is used on 
sports pages when the sports promoters do not 
spend enough in the newspapers to justify even 
a fraction of this publicity. Also the space that 
is given to subjects not entirely interesting to 
the readers—such as we know as “fillers,” and 
to crime stories, etc. 

Not a single person is delegated to work on 
constructive business-getting news about the 
offers of the local retail stores. It is my per- 
sonal opinion there should be a retail editor just 
as there is a sports editor, a book editor, etc. 
This editor could well aid the retailers in the 
distribution of goods by carefully planned and 


well-written stories tying up with seasonal 
trends, holidays, etc. 


From a larger store in a large city: 


“...We have for several years here 
attempted to interest the editorial staffs... in 
the matter of conducting a full page at least 
once a week of fashions pictured either by 
photographs or by drawings that would arouse 
the interest of women in merchandise sold and 
displayed in the local stores. In only very few 
instances throughout the country are the news- 
paper editors working along this line, and I 
believe it is somewhat due to a lack of interest 
on the part of the editorial staff in the work that 
the advertising departments of the newspapers 
are doing. In short, it seems to me as if the 
majority of the newspapers are still published 
largely to interest men when 85 per cent of the 
buying is done by women, especially in the larger 
retail stores. 

This audience... ought to be sufficiently 
large to awaken the newspapers to the possi- 
bility of doing something to interest them and 
hold them as readers. Especially is this true 
of the younger generation that is coming up now 
and has not regarded the newspaper with the 
same esteem as the past generations have been 
in the habit of giving it. ...The radio has to 
some extent usurped the place of the newspaper 
in this field and the tempo of the modern day 
precludes the possibility of the younger genera- 
tion of people giving a great deal of time to a 
steady perusal of newspapers. The result is 
that the fashion magazines such as Vogue, 
Harper’s Bazaar, The Ladies’ Home Journal 
have embarked upon a merchandising service, 
tying up manufacturing resources with the 
merchandise shown within their pages and 
developing to a marked degree a correlation of 
effort between the manufacturer, the consumer, 
and the retailer to such a point, in fact, that I 
believe the newspaper is suffering unquestion- 
ably from this. 


From a large store in a large Eastern 
city: 


The reason the newspapers cannot be of more 
help to us in our sales promotion is that we are 
adverse to accepting their suggestions because of 
the simple fact that they are not merchants, 
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and we believe that retail advertising is 95 
per cent merchandising and 5 per cent pres- 
entation. 


From another large store on the At- 
lantic coast: 


... We believe that the function of a news- 
paper is to supply a good advertising medium 
and that the stores should do the rest. 


The advertising manager of a large 
Brooklyn store, who is a nationally 
known advertising figure, believes that 
the future of the service department of 
the newspaper to the retailer points 
toward the continual and accurate re- 
search and evaluation of the paper’s 
readership. It is his conviction that the 
newspaper is ideally suited to act, if it 


but will, as a disinterested third party 
to obtain more certain knowledge of the 
identity, buying habits, and opinions of 
consumers. 


CONCLUSION 


While the many varied comments 
indicate marked differences of opinion, 
it is clear that department stores do not 
make wide use of services that their 
newspapers provide. It is also clear 
that there is considerable dissatisfaction 
with the caliber of service provided. 
There is some feeling that newspapers do 
not appreciate the news value of mer- 
chandise and that they could codperate 
more intelligently in “fashion observer’’ 
and “shopping” columns. 


This Changing Retail 


Picture 


EDWARD KAHN 


Every field of business has undergone 
profound changes in recent years. 
Many of these changes are visible, felt, 
understood, and _ recognized. Others 
have not made their effects known as 
yet. But it is a fair premise to assume 
that few lines of business have escaped 
the inevitable transition of the depres- 
sion years. 

In a changing world of business meth- 
ods, men often find themselves at a sad 
disadvantage. Having accumulated ex- 
perience in one school of thought, these 
men find themselves faced with a new 
order of doing things. They discover 
it difficult to readjust themselves to 
new outlooks. Trained for one set of 
conditions, after a few depression years 
of crumbling businesses, these men face 


their greatest task in the rearrangement 
of their business methods. Their pre- 
vious progress had been created upon 
certain methods of business efforts. 
Now they are required to move into 
another, newer phase of planning and 
commercial behavior. 

This delayed casting off of old ideas 
appears to be among the major factors 
in staying the upward trend of American 
business today. This apparent diffi- 
culty of businessmen to make the transi- 
tion from outworn tactics to new ap- 
proaches gives college men the widest 
opportunities ever made available to 
embryo businessmen. 

Among the old order of things, in 
the retail business for instance, the 
technique of buying was then considered 
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the prime asset. As a matter of record, 
it was the first consideration. To buy 
anything well was already its best as- 
surance of being half sold. This maxim 
was practical. It was profitable. It 
was wise. Among the profound changes 
which the depression years have brought 
in their wake was the weakening and 
elimination of this sole dependence 
upon buying. 


SELLING STRESSED TODAY 


While buying remains among the 
chief assets of any merchant, there is 
another vital tactic essential today. 
Selling is a foremost principle of retailing 
now. Distribution is the new science. 
Selling shares equal importance with 
buying. 

Salesmanship has taken on new mean- 
ing, new duties, new outlooks. The 
principle of selling in today’s business 
world is education. Especially where a 
product is a standard item, well made, 
selling has become an effort to show the 
buyer how best to use that product. 
Education in business is imperative 
today! 

Department stores offer exceptional 
opportunities for men who can bring 
fresh, untried methods of sales pro- 
motion to them. Men’s clothing stores 
are in dire need of selling plans, which 
will once more bring fading business 
into their stores. Women’s apparel 
shops, once sure of getting sales on the 
ability to buy wisely, now must reach 
out, influence, and sell as all other 
retailers must do. 

College men and women have no 
business philosophies to change. Step- 
ping into the whirlpool of competitive 
business, these clear-eyed, unencum- 
bered men and women can rapidly 


assimilate the experience and sense the 
call for better sales knowledge. 

It is no secret that one of the first 
places to begin is in the field of personal 
selling. Clerks in stores, entrusted with 
moving goods, are pathetically under- 
supervised. They lack intelligent guid- 
ance. They know little or nothing 
at all about the common-sense psy- 
chology of selling. They lack the grace- 
fulness of friendly tact. They do not 
have the necessary knowledge of the 
merchandise they are entrusted to sell. 

Attempts have been made in depart- 
ment stores here and there to strengthen 
this weak link. Educational and per- 
sonnel departments have been set up. 
This work has helped. But so much 
remains to be done that only by person- 
to-person guidance will this necessary 
strengthening be accomplished. 


OPPORTUNITIES FOR THOSE TRAINED IN 
SELLING 


Retailing, today, offers unlimited op- 
portunities to those who can see the 
selling deficiencies and supply the solu- 
tions. Advertising, interior displays, 
window displays, counter and floor 
decorations, these fields hold alluring 
opportunities for those who are anxious 
to get into business—into a business 
which really needs them! 

Read what the Sales Promotion Di- 
vision, National Retail Dry Goods As- 
sociation, states in its latest copyrighted 
data book, Analysis of Publicity Ex- 
penses. Here is an official compilation 
of opinions and data, expressed by 
merchants. Significant to any ambi- 
tious person should be this clarion call 
for new ideas, new viewpoints. 


As retailing generally makes further progress, 
the need for more effective selling is becoming 
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of paramount importance. Whereas the buying 
function still remains as important as in the past, 
the selling function has been elevated to as 
prominent a position. 

Publicity is a very important part of the 
selling function—and in the immediate years to 
come, we will witness an ever increasing im- 
provement in retail publicity. There will ensue 
a more effective use of smaller appropriations— 
especially in stores which are now spending too 
much money. It is bromidic possibly that the 
trend is to less space but better use of it... 
more brains put into the creation of campaigns 
. .. More money set aside to attract the brains. 

Many a store president has come up from the 
merchandising ranks. It is not too wild a dream 
to believe that the best store presidents of the 
future will have come up through the selling 
ranks. Undoubtedly many stores today might 
fare far better if the top executive had been 
better trained in all phases of the selling function. 


Where can merchants turn to keep 
up with the competitive procession? 
To selling, of course! All these years 
retailers have been selling. They have 
also been advertising. They have been 
displaying their goods. They have been 


doing all these things included in the 
category of “selling.” 

In relation to importance, however, 
retailers have placed more emphasis in 
the study and art of buying than any 
other phase of merchandising. Most 
retailers today, face to face with changed 
demands, alas, know the business of 
selling only superficially. 

Here then is that wider opportunity 
for college and university graduates, 
or upperclassmen! The depression 
sweeps out many old tactics, calls for 
new outlooks; demands detailed knowl- 
edge in a field where college men can 
vie with older heads. The flexibility 
of young, eager minds is one advantage. 
The need for the older men, already in 
business for a few years, to readjust 
their mental outlook and actual train- 
ing, places another distinct asset at the 
feet of university men who have no 
outdated principles cluttering up their 
vision. 
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Retail Trade in 1935 


ELMER O. SCHALLER 


Annual retail volume-and-profit statistics that are appearing from time to time 


indicate the progress and status of retail trade. 


The figures below have been 


computed from reports cited in current publications and not directly 
from official statements. 


There is much encouragement to be 
found in an analysis of the 1935 profit- 
and-loss statements of representative 
retail organizations. Not only have 
sales and profits increased considerably, 
but also the percentage of profit to sales. 

Retail sales in 1935, according to the 
Department of Commerce, totaled about 
$32,600,000,000. This is an increase of 
14 per cent over the 1934 aggregate of 
$28,649,000,000. However, department- 
store sales increased only 7 per cent. 
Kinds of business showing the greatest 
increases were mail order (catalogue sales 
only), automotive, furniture, lumber, 
building, hardware, restaurants, and 
jewelry stores. 

A few of the outstanding facts revealed 
by the accompanying table are (1) the 
2.6 per cent profit of Barker Brothers 
Corporation compared with a net loss of 
4.1 per cent in 1934, (2) the fine profit 
showing of 8.5 per cent of Best and Com- 
pany, (3) the sales increase of Bullock’s, 
Inc., and their increase in profit from 3.9 
per cent to 6.0 per cent, (4) the reduction 
of net loss of Franklin Simon and Com- 
pany from 2.4 per cent to 1.5 per cent in 
spite of a small decrease in sales volumes, 
(5) the increase of the profit per cent of 
Gimbel Brothers, Inc., from .4 per cent 
to 1.2 per cent, (6) the doubling of the 
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net profit per cent of Hale Brothers 
Stores, Inc., (7) the small profit of 
Mandel Brothers, Inc., compared with 
a net loss of 1.8 per cent in 1934, (8) the 
doubling of Marshall Field’s retail 
profits, and (9) the consistently high 
profit showings of the variety chains. 


INVENTORIES NOT INFLATIONARY 


The increase of merchandise inven- 
tories cannot be interpreted as specula- 
tion in anticipation of monetary infla- 
tion. An analysis of 23 well-known retail 
organizations (including 10 chains) 
having total sales of over a billion dollars 
indicates that their inventories at cost 
increased about 14 per cent and sales 10 
percent. After eliminating the effect of 
increased sales, inventories were only 4 
per cent higher at the end of 1935 than of 
1934. Such a small increase is evidence 
of the feeling that further inflation will 
not materialize in the near future. 


FOREIGN STORES 


The following table includes a few for- 
eign stores. Since they frequently omit 
depreciation and interest from their ex- 
penses, the reported profit figures are in 
most cases overstated according to the 
generally accepted American meaning of 
profit. 
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German retail trade increased about 7 
per cent in 1935 over 1934, and sales were 
about 70 per cent of the 1928 level.! 

Retail sales in Australia (N.S.W.) for 
the year ended October 31, 1935, were 
5.5 per cent ahead of the previous year. 
Profits of 19 retail companies in Sidney 
increased about 42 per cent over 1934.? 

Canadian sales for 1935 are not yet 
available, but in 1934 sales totaled 
$1,942,480,000, an increase of 9.4 per 
cent over 1933. The speedy Canadian 


1 Estimated from the 3rd Supplement to the 
Weekly Report of the German Institute for 
Business Research, Berlin, February 26, 1936. 

2 Calculated from data contained in the 
Journal of the Retail Traders’ Association of 
N.S. W., Sidney, November 1935. 


Organization 


Sales in thousands 
1935 1934 


recovery is clearly shown by the follow- 
ing comparative figures.’ 


Net Sales in Index of Sales 
Billions of Dollars 1931=100 Per Cent 


United Canada United Canada 
States States 


1931 37.0 2.30 100% 100% 
1932 300 191 81 83 
1933 25.0 1.78 68 77 
1934 286 194 77 84 


American recovery seems to be about 
a year behind Canadian, especially in 
view of the fact that our index of sales 
for 1935 of 88 is closer to the Canadian 
index of 84 for 1934 than was our index 
of 77 for that year. 


3 Calculated from data published in Retail 
Merchandise Trade in Canada, 1934, Dominion 
Bureau of Statistics, Ottawa, 1935. 
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Department and Specialty Stores 


Abraham & Straus, Inc........... $20,962 
Allied Department Stores (Hahn)... 

Arnold Constable & Company... .. 6,834 
Associated Dry Goods Corp....... 49 ,221 
L. Bamberger & Company........ 28,032 
Barker Brothers Corp............. 9 ,680 
Best and Company............... 13,329 
Blauner’s, Inc................... 

Bloomingdale Brothers............ 22,084 
Broadway Department Stores, Inc. . 15 ,073 
as oo gh 500 ops spcecss 23 ,608 
Consolidated Retail Stores, Inc..... 8,001 
Crowley, Milner & Company...... 13,550 
Daniels & Fisher Stores Company. . 

Emporium Capwell Corp.......... 22 ,439 


Famous-Barr Co................. * 


William Filene’s Sons Company.... 32,538 
Franklin Simon & Company....... 10,102 

Gimbel Brothers, Inc............. 82 ,068 

Goldblatt Brothers............... 32,967 

Hale Brothers Stores, Inc......... 14,998 

Hearn Department Stores, Inc..... 21,000 
Interstate Department Stores...... 19 ,9644 
Joseph Horne Co................. 

Kaufman Department Stores Corp.. 20,153 


1935 
$20,229 3.4% 2.6% 
82,076 1.3 
6,440 3.2 2.8 
47,661 2.5 2.0 
28,325 1.3 
7,997 2.6 —4.1 
12,543 8.5 7.8 
$225 ,865 $306 ,009 
21,848 1.4 1.9 
13,726 wn 8 
20,423 6.0 3.9 
7,794 2.6 1.8 
12,142 1.4 0.1 
$239,319 $180,155 
20,436 3.4 2. 
32,178 2.1 1.7 
10,225 1.5 —2.4 
77,155 1.2 4 
28,510 3.4 3.8 
13,902 2.8 1.3 
18,000 ° 
23 ,586 2.2 2.0 
12,919 5.0 
18,465 5.2 4.4 
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RETAIL TRADE IN 1935 


Sales in thousands 
Organization 1935 1934 

F. & R. Lazarus & Company...... $16,054 $14,869 
Leader Mercantile Corp........... 1,829 1,698 
R. H. Macy & Company.......... 78,760 78,704 
I. Magnin & Company............ 8,989 7,915 
Mandel Brothers, Inc............. 16,247 15,519 
Marshall Field & Co. (retail only). . 
May Department Stores Co....... 89 ,278 86,796 
The Namm Store................ 9,112 9,564 
O’Connor, Moffatt & Company .... 4,192 4,011 
Oppenheim, Collins & Co.......... 4,508! 4,283! 
Outlet Company................. 7,221 7,269 
J. C. Penney Company........... 225 ,936 212 ,053 
Raphael Weill & Company........ 6,192 5,594 
ee eer 7,035 6,548 
Rike-Kumler Company........... 4,868 
Roos Brothers, Inc............... 4,512 3,866 
Stern Brothers..............--00: 10 ,000> 10 ,000 
Stix, Baer, & Fuller Company..... 13 ,346 
Strawbridge & Clothier........... 8 
Twelfth Street Store.............. 2,190 2,184 
The Wieboldt Stores, Inc.......... 19,991 19,511 

Variety Chains 
M. H. Fishman Co., Inc.......... $3 ,603 $3 ,454 
F. & W. Grand Co., Inc.......... 28 , 5094 26,824" 
W. T. Grant Company............ 91 ,982 84,761 
S. S. Kresge Company............ 138 ,340 137 ,667 
S. H. Kress & Company........... 78,479 75 ,662 
McCrory Stores Corp............. 35,389 
McLellan Stores Company........ 19 ,907 19 645 
G. C. Murphy Company.......... 31,598 27 ,955 
Neisner Brothers, Inc............. 18 ,626 16,569 
J. J. Newberry & Company........ 43 ,389 41,054 
Rose’s 5, 10, & 25 Cent Stores, Inc. 4,373 3,539 
F. W. Woolworth Company....... 268 ,746 270,685 

Grocery Chains 
American Stores Company........ $115 ,867 $114 ,365 
First National Stores, Inc.......... 
Grand Union.................... 27 ,985 27 , 764 
Jewel Tea Company, Inc.......... 18,732 17,161 
Kroger Grocery & Baking Company 227,739 220 ,376 
National Tea Company........... 61,610 61,338 
Safeway Stores, Inc.............. 293 ,584 241 ,838 

Miscellaneous Chains 

Edison Bros. Stores, Inc.......... $16 ,000) $14,126 
G. R. Kinney Co., Inc............ 13 ,176 13 ,184 


Net profit 
1935 1934 
5.0 5.3% 
1.7 1.6 
q q 
4.1 3.2 
2 —1.8 
$3 ,426,861¢ $1,895 ,968¢ 
3.9 3.4 
—1.3 —0.6 
1.0 —1.0 
1.2! —4.0! 
6.8 6.2 
6.8 7.6 
3.0 2.1 
6.3 6.2 
$278 ,356 5.0 
6.8 4.4 
$37 ,935 —$31,432 
2.5 $244 ,823 
$312 ,000 
1.1 0.1% 
2.4 2.1 
4.8 4.8 
6.08 5.1 
3.6 3.1 
7.4 7.1 
5.5 7.9 
5.0 
5.9 8.8 
7.1 6.9 
4.9 5.0 
5.1 5.8 
6.9 8.3 
11.6 11.9 
2.3 2.9 
$780 ,439 $634,162 
8.2 a 
1.8 1.9 
a 8 
3 ay 1.6 
$609 ,057 4.0 
 : 1.3 
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Sales in thousands 
1935 1934 





Net Profi 
1934 


Organization 1935 
Lane Bryeat, Inc................. $12,830 $12,839 $35 ,785* $5 ,210* 
Lerner Stores Corporation. .)...... 32,216 30 ,434! 6.0 5.9! 
Mangel Stores Corporation........ 8 ,666 8,544 28 3.8 
Melville Shoe Corporation......... 30,356 27 ,216 6.6 6.3 
People’s Drug Stores............. 19 ,236 16 ,903 
RS a <n es a 11,694 10,900 3.1 4.0 
Walgreen Drug Stores............ 58,520 54,784 
Western Auto Supply Company... . 19,213 17,154 4.5 8.2 
Mail-Order Houses 
Chicago Mail Order Co........... $24 ,053 $18 ,972 3.4 3.7 
Montgomery Ward & Company.... 293,042 249 ,806 5.7 3.7 
National Bellas Hess, Inc......... 3 ,879m 3 ,428™ 2.4™ —1.7™ 
Sears, Roebuck & Company....... 385 ,051 313,212 5.6 4.8 
Speigel, May, Stern Company..... 34,012 26 ,238 $2 ,400 ,000" 10.5 
Foreign Stores 

John Barker & Company (England) $1,933 ,955° $1,837,136" 
British Home Store, Ltd. (England) 337,721 
Dickins & Jones (England)........ 570,715 506,231 
D. H. Evans & Company (England) 577 ,035 537 ,707 
A. W. Gamage, Ltd. (England)... . 422 ,675 60,314 
Harrods, Ltd. (England).......... 3,647 ,155 3,388 ,542 
John Lewis & Company (England).. 3,833,545 3,479 ,682 
Selfridge & Company, Ltd. (England) 2 ,070 ,950 1,793 ,164 
Simpson, Ltd. (Canada)........... 707 ,923 
Swan & Edgar (England)......... 641 ,900 562 ,549 
William Whitely, Ltd. (England). . . 794,275 748 ,452 
F. W. Woolworth & Company, Ltd. 

CO” 26 ,492 ,000 23 ,326,161 


® Sales transactions numbered 18,116,615 during 1935. 


b Estimated. 


¢ Surplus increased $371,917 from 1934. 


4 Not including sales of groceries and leased departments. 


1934. 


© Before deducting taxes and interest. 


This compares with $10,676,000 in 


The consolidated statement reveals that total net sales 


(including subsidiaries) were $108,902,643 in 1935 and $100,795,098 in 1934. The net profit of 
$199,176 in 1935 compares wit?: a.loss of $166,295 in 1934. 


f For six months ending Ja: ry 31. 


£ Substantial increase over 1953 reported. 
4 Including subsidiaries of H. L. Green Co. 


i Before depreciation, taxes, etc. 
i Approximate. 


k Net profit for six months ended November 30. 


113 months. 





™ For six months ended January 31. 

» Approximate. 

© 1935 rate of exchange, £ = $5.00. 

P 1934 rate of exchange, £ = $4.78. 

9 The consolidated net profit including R. H. Macy & Co., L. Bamberger & Co., Davison-Paxson 
Co., and Lasalle & Koch Co., was $2,753,901 in 1935 and $2,926,705 in 1934. 
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Personnel and Management Division 





College Graduates in Retailing 


These excerpis are from an address by a prominent store executive given before a 


group of college graduates. 


They will be of value to every young man or woman 


who is considering retailing as a career. 


TYPES OF APPLICANTS FOR JOBS 


The opportunity in retailing for college 
trained men and women of the right type 
is very bright but many of the young 
men and women seeking retail employ- 
ment are by temperament and attitude 
unsuited to the requirements of the job. 
Many college graduates seeking openings 
in the retailing field may be classified into 
the seven following types. While there 
are of course many other types, these 
are particularly worthy of consideration. 

1. The system type: This man believes 
that system is the panacea for every 
operating ill. He pays very little atten- 
tion to reasons why and is chiefly inter- 
ested in the routine and mechanical 
operations themselves. He reads little 
and studies less, for he lacks the ana- 
lytical mind. Few of this type succeed 
in the store. They fail to realize that 
system is not a substitute for brains— 
that system is only a servant, not a 
master. 

2. The figure type: This person thinks 
in terms of figures—in terms of abstrac- 
tions, not physical things. He neglects 
merchandise in his worship of figures. 
This leads to a great danger in buying 
and selling real goods to real people. 
The retail business depends upon selling 
merchandise; and figures are only a yard- 
stick for measuring performance. Store 
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executives of the figure type talk about 
figures to the neglect of merchandise 
instead of talking about merchandise in 
terms of figures. The great problem in 
retail merchandising, today, is the selling 
of more physical items—figures are only 
the score, not the game itself. 

3. The social worker type: This kind of 
person feels sorry for every one who did 
not go to college. She feels she has a 
mission to perform in uplifting less 
fortunate humanity. She is so inter- 
ested in social problems that she neglects 
business. She is oversympathetic with 
people and forgets about the job. She 
looks to the personnel division of the 
store for her sphere of activities. Train- 
ing and employment is attractive to this 
type but, unless she develops more inter- 
est in merchandise and in production, 
she is likely to prove a misfit. 

4. The sales-promotion type: This man 
has a great desire to do big things. In 
hunting a job in a store, he feels he is 
wasting his time talking to the employ- 
ment manager and insists on going 
directly to the president for an interview. 
He intimates that the store that fails to 
hire him will lose much by not having his 
advice. This type of person usually 
lacks a knowledge of essentials; he over- 
looks the all important details in his 
zeal for “big” things. Accordingly, he 
seldom succeeds as an executive. 
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5. The stylist type: The would-be 
fashionist has a flare for style and thinks 
herself a natural born expert. She 
believes that she has valuable informa- 
tion for buyers, eminating from her 
innate gifts. Many college people think 
they are prepared to be fashionists even 
though they have had little training. 
They must learn that the work of 
advising on styles is best done by a 
merchandise assistant who is thoroughly 
versed in the principles and practices of 
successful merchandising. 

6. The assistant-to-the-president type: 
This young man has great self-confi- 
dence. He thinks he knows the neces- 
sary details innately and that there is no 
point in his starting at the bottom. He 
believes himself naturally cut out for 
executive work and that specific equip- 
ment through apprenticeship is un- 
necessary. He admits he is not quite 
ready to be president of the organization 
but might consider the job in six months. 
But he is sure he would make a capable 
adviser to the president at once, if given 
the chance. He intimates that the 
president would make a great mistake in 
not hiring him. This type puts great 
stress on inside information, not avail- 
able to the common herd, and believes 
it the secret to quick success. He fails 
to realize that college graduates get 
ahead by having the right kind of gener- 
ally available information and by de- 
veloping the ability to use it in getting 
results. 

7. The looking-for-a-job type: This 
man is primarily interested in an oppor- 
tunity to work and learn. He does not 
aspire to an immediate position of 
importance, for he believes that success 
will come from starting at the bottom. 
All he asks for is the opportunity to work 


and to prove his ability. He hopes to be 
an important executive some day, but 
not tomorrow. He isa hard wu..er and 
a good student and is constantly seeking 
information so as to do a better job. 
This is the type of college graduate that 
is being sought today. This type will 
get his job and his opportunity. 


IMPORTANT QUALITIES SOUGHT IN 
RETAILING 


Six of the important qualities that the 
store executive seeks in choosing college 
people for permanent positions and 
advancement may be expressed in the 
form of questions: 

1. Can he sell? The answer must be 
proved by results not by word of mouth. 
Those who do not like to sell will have 
difficulty in succeeding in retailing; many 
merchants believe that those who dislike 
selling should seek another field. Selling 
provides the opportunity to learn basic 
fundamentals of both merchandise and 
management. It may and should be 
made a business. Every detail should 
be studied with the end in view of selling 
more merchandise to satisfied customers 
—for service is the ultimate yardstick of 
profits. 

2. Can he handle customers? Some 
people can sell but they fail to build a 
following and customer confidence. 
Knowledge of human nature is essential 
and tact and diplomacy are needed. 
The store type must possess the knack 
of handling customers naturally and 
convincingly. 

3. Can he handle details? It has been 
said that “retail” is “detail,” there is no 
doubt that the great accomplishments in 
retailing have been the successful culmi- 
nation of a multitude of details. But 
the newcomer must be a master not a 
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» be slave to details. While he must not be ship soon express themselves. If em- 
but annoyed or bothered by details, he must ployees naturally go to the person in 
und exhibit ability to watch them and exe- question for advice, if his associates seem 
ing cute them aright. glad to know him, if he inspires confi- 
ob. 4. Has he the necessary energy for the dence and shows naturalness in meeting 
hat job? Modern retailing moves at a fast people, he has the makings of a leader. 
will pace. A strong physical and nerve 6. Can he continue to study and learn? 
stamina is required to ensure good mental Many people do not like tostudy. They 
The following tabulation of buyer qualifications is presented 
ho because of its close agreement with the suggestions to college 
people. It is taken from a research study by Cecil O. Dudley, 
“Be first published in the January 1933 Journal of Retailing. 
nd THE VALUATIONS GIVEN BY MERCHANDISE MANAGERS TO THE 
he QUALIFICATIONS FOR BUYING AND SELLING 
Per cents 
be of total 
Buying Ability 
th. 1. An aptitude in following changes in consumer 
ve Gs 6 5 Cee dnc ctarecsecseaneccnses 16.3 
ny 2. A comprehension of merchandising figures and 
ke their interpretation... ...............e00ee 13.8 
ng 3. A knowledge of merchandise qualities and values. 12.4 
N 4. A knowledge and acquaintance with resources... 9.4 
oe 5. Good taste and a feel for merchandise.......... 6.3 
nd 6. Bargaining ability...............00eeeeeeeees 5.8 
be — 
ld Total for buying qualities.................. 64.0 
8 Selling Ability 
aad 1. Leadership in enthusing subordinates about the 
of NE bs FeR CU ee ch cdecee wanes Neen s 19.0 
2. Imagination or creative ability................ 9.8 
- 3. Organizing ability... ..........0..ccceseeeees 7.2 
. Total for selling qualities................... 36.0 
al ng | RRND aan Ap AN A 100.0 
d. 
k 
d work throughout the exacting working look upon college graduation as the end 
day. Health coupled with a neat, of study rather than as the commence- 
n attractive, and alert appearance are ment of more specific and more exacting 
0 essential in meeting the job requirements studies. The successful executive is a 
n of retailing. constant seeker of information and the 
i- 5. Is he a natural leader? Many want young man or woman who does not 
it to be leaders but few possess the qualities exhibit this zeal to learn will not get 
a of leadership. Qualities of true leader- ahead. 
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GENERAL QUALITIES 


In addition to the above specific 
qualities sought in the potential retail 
executive, there are other qualities 
needed for success in any field of en- 
deavor. Ability to inspire people, sin- 
cerity and tenacity of purpose, interest 
in the job and the organization, constant 
tact, cheerfulness and a smile, good 
grooming and ambition—these are all 
essential qualities. 

But even with all these qualities, the 
college person in retailing should never 
expect to catch up with success—for it 
is always illusive. It is necessary to 
remain humble, and to keep piling up a 
reserve of good impressions in others, 
growing out of work well done. 


The New Cooperative 
Movement 


Stores owned and operated by their 
collective consumer membership have 
been of almost negligible importance in 
this country. In 1933, only about one 
third of 1 per cent of the country’s retail 
trade was handled through codperatives, 
and this was largely in the grocery field. 

This situation is in marked contrast 
to that abroad, especially in England and 
the Scandinavian countries where co- 
éperatives handle a very large portion of 
the business. The difference seems to 
be due partly to the efficiency of Ameri- 
can business in selling at prices that 
consumers deem reasonable and partly 
to the higher standard of living here with 
less interest by consumers in small sav- 
ings, if offset by the risks and bother of 
ownership. 

Mr. Edward A. Filene, who for the 
past few years has not been active in 


the management of the William Filene’s 
Sons Company in Boston, has become 
enthused over the possibilities for co- 
6peratives here—particularly in the 
department-store field. 

Accordingly, he has invested one mil- 
lion dollars in establishing the Consumer 
Distribution Corporation with offices at 
205 East 42d Street to act as a central 
buying and research organization for 
such department stores as may be formed 
or acquired by consumers in different 
parts of the country. 

The plan is for consumers to form 
groups of twenty each and when ten such 
groups have been formed in a community 
a committee made up of representatives 
of each of the groups will consider the 
possibility of organizing a department 
store. Acquisition of a going store is 
recommended. 

When it is decided to establish a store, 
stock is to be sold to consumers at $10 
a share. While one individual may buy 
more, he is to agree to give up all but one 
share if the stock is needed to let more 
consumers into the system. Stock may 
pay up to 6 per cent dividends and con- 
sumer participants will share in profits 
on a basis of purchases. 

It is suggested that in cities with 
population of 200,000 to 500,000 depart- 
ment stores doing at least one million a 
year should be considered and that 
capital should be at least one third of 
sales—or $333,000 in the instance men- 
tioned. This would require the sale of 
33,300 shares. To get enough con- 
sumers interested in this undertaking 
would seem a tremendous job. 

In the million-dollar class, depart- 
ment-store margins of profits on sales 
have averaged only about 5 per cent of 








ne’s 
ome 
co- 


nil- 
mer 
5 at 
tral 
for 
ned 
ent 


ich 
ity 
ves 
he 
nt 

is 


re, 
uy 


ne 
re 





BOOK REVIEWS 29 


sales over a period of years. This for a codperative store to save any 
means that roughly half the stores did material amounts for its customers will 


not do this well. In view of these facts, 


be a remarkable accomplishment. 


Book Reviews 


Retail Merchandise Accounting, by 
HERMAN F. Bett. New York: Ronald 
Press Company, 1936, 276 pages. 


For the student of store mathematics and 
control methods, this is an important book. 
It embraces merchandise planning and control, 
the retail method of inventory, markup calcula- 
tion, physical supervision of stock, the mer- 
chandise statement, expense distribution, work- 
rooms, leased departments, and tax problems. 
The detailed discussion of the retail method of 
inventory is especially valuable. 

The complicated nature of the subject matter 
makes parts of the book difficult, and the author 
makes use of elaborate formulas to explain ideas 
that could be more simply presented. This is 
hardly a book for the beginner, but for the 
advanced student, the merchandise manager, 
and the controller it is a valuable contribution. 

J. W. W. 


The Psychology of Dealing with People, by 
WENDELL WHITE. New York: The 
Macmillan Company, 1936, 252 pages. 


The ability to deal effectively with people is 
probably the most essential factor in successful 
business operation. This is true not only in 
executive leadership but in all human contacts 
in the organization. Rank and file employees 
in every job are faced constantly with problems 
of individual adjustment to the personalities of 
those who work with and over them. Super- 
visors and executives are ever looking for new 
and more productive methods of dealing with 
the people under them. 

Considerable has been written about psy- 
chology in human relations. In general, how- 
ever, the principles discussed have been complex 
in nature and difficult to apply. The chief 
contribution of Dr. White in The Psychology of 
Dealing with People is his clear, simple, and 
practical presentation. The reader does not 
need to be trained in psychology in order to be 
able to understand and apply the methods the 
author suggests. This book is written for the 


layman and the businessman. It is interesting 
to read, clear in presentation, and convincing 
in its logic. 

O. P.R. 
Traffic and Trade, by JOHN PAveER and 

MILLER McC urintock. New York: 

McGraw-Hill Book Company, Inc., 

1935, 137 pages. 

Retailers have long recognized that trade de- 
pends upon trafic. This fact is demonstrated in 
its simplest form by the care with which the 
country merchant chooses the location for his 
“crossroad” store. In recent years, the greater 
mobility of consumers, due to improved trans- 
portation facilities, has made the flow of traffic 
an increasingly significant factor in determining 
the success or failure of every store. According 
to the authors, approximately eighty per cent 
of the normal population of a community con- 
tributes daily to the flow of traffic and has trade 
significance through capacity to make purchase 
decisions. Hence population movement is far 
more important than population residence in 
estimating the sales potentialities of specific 
trading areas. 

In Traffic and Trade, Mr. John Paver, re- 
search engineer, and Dr. Miller McClintock, 
director of the Bureau for Street Traffic Re- 
search, Harvard University, have made a 
valuable contribution to the literature on market 
measurement. They demonstrate graphically 
the influence on retail trade of the flow of traffic, 
both with respect to space distribution (traffic 
distributed over the thoroughfares of the mar- 
ket) and with respect to time distribution (fluc- 
tuation of traffic through periods of time). A 
knowledge of these two aspects (space distribu- 
tion and time distribution) of traffic flow in his 
community will help every retailer to under- 
stand better the extent of his trading area, the 
sales possibilities of that area, the sales possi- 
bilities of his store in its particular location, and 
the best media to employ to cover his market 


economically. 
C. M. E. 
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Boston Conference on Retail Distribution. 
Boston: Retail Trade Board, 1935, 
106 pages. 


These reports of annual conferences on distri- 
bution problems have become an outstanding 
source of current information. Mr. Daniel 
Bloomfield, director of the conference, has had 
remarkable success in prevailing upon business 
leaders to attend and to take part. Among the 
retailing authorities who have made contribu- 
tions to the 1935 report are: Richard Mitton 
of Jordan, Marsh, P. A. O’Connell of Slattery’s, 
Joseph H. Appel of Wanamaker’s, Philip J. 
Reilly of the A. M. C., J. M. Barber of Sears, 
Paul H. Nystrom of the Limited Price Variety 
Stores, E. C. Hastings of the Dry Goods Econo- 
mist, and C. O. Sherrill of the American Retail 
Federation. 

J. W. W. 


Industrial Profits in the United States, by 
RALPH C. EPSTEIN, assisted by FLor- 
ENCE M. Crark. New York: Na- 
tional Bureau of Economic Research, 
1934, 657 pages. 


Mr. Epstein, professor of economics at the 
University of Buffalo, has undertaken the tre- 
mendous task of analyzing the profits of corpora- 
tions between 1919 and 1928 as reported in 
Federal income-tax returns. 

Businessmen and economists should be in- 
formed on the interacting factors leading to 
profits. Such difficulties as obtaining reliable 
and up-to-date figures, selecting and using 
accurate statistical techniques, interpreting pro- 
digious quantities of data, and preparing conclu- 
sions in an understandable and usable manner 
are reasons why so few have an adequate knowl- 
edge of corporation profits. 

Although most of the Professor Epstein’s 


book is devoted to manufacturing industries, 
several short chapters on retail and wholesale 
profits are included. The chief facts regarding 
large retail corporations for the period 1924 
1928 are as follows: (1) the average per cent of 
income to sales, 5 per cent, (2) the average per 
cent of income to capitalization (the invested 
capital as measured by the sum of preferred and 
common stock, surplus and undivided profits), 
15 per cent, (3) average per cent of profit to 
total capital (capitalization plus funded debt), 
13 per cent, and (4) average per cent of income 
paid out in cash dividends, 40 per cent, although 
the amount varied from 30 per cent in 1924 to 
46 per cent in 1927. Since income was 5 per 
cent of sales and 15 per cent of capitalization, 
an interesting deduction is that sales were three 
times as large as capitalization. In small retail 
corporations, the average per cent of income to 
capitalization was 12 per cent. 

Those who are not professional economists 
or statisticians will probably find the preliminary 
note on the problem of measuring profit written 
by Wesley C. Mitchell and the author’s intro- 
ductory summary of greater interest than the 
hundreds of tables and charts that form the 
greater portion of the book. 

E. O. S. 


TEN-FOOT BOOK SHELF 


A list of 92 outstanding and up-to-date books 
on retailing has been prepared by the Journal 
of Retailing. It is called ‘““The Ten-Foot Book 
Shelf on Retailing.” The books are classified 
under the following headings: General, Depart- 
ment Stores, Chain Stores, Buying and Mer- 
chandising, Style and Fashion, Selling, Adver- 
tising and Publicity, Accounting and Control, 
and Personnel. A list of important reports and 
periodicals is also included. This compilation 
represents the concensus of opinion of the faculty 
of the School of Retailing. 
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Editorial— Big Business Under Fire 


Never, in recent years at least, have 
there been so many attempts to legislate 
against common business practices. 
With a Federal Government putting 
reform paramount and with a frank dis- 
like for big business, the stage has been 
set for a drive to hinder further progress 
in the direction of integration. 

After the Courts had put an end to 
the NRA with its ambitious attempt to 
standardize trade practice, many 
thought that Government interference 
with business was on the wane but today 
both State and National Governments 
are zealously concocting new regulatory 
devices and even a new NRA is being 
groomed for legislative acceptance. 


STATE BILLS 


The State bills both proposed and 
enacted into law include the following: 

1. Chain-store taxation. Many of 
these taxes become increasingly burden- 
some with each additional store unit and 
thus attempt to take away the chains’ 
ability to sell at lower prices by adding 
heavily to their expense of operation. 

2. Price maintenance bills. Eleven 
States have already enacted measures to 
legalize agreements between manufac- 
turers and dealers to maintain resale 
prices. In many cases, the attempt has 
also been made to bind dealers who have 
not entered into an agreement to the 
terms of a contract that the manufac- 
turer may have entered into with other 
dealers. A Federal bill attempts to 
allow manufacturers to control prices 
even in interstate commerce, provided 
the goods are destined for a State having 
a resale price-fixing law. While the 


constitutionality of such provisions is 
being seriously questioned, it is becoming 
increasingly difficult for large store 
organizations to pass on to the public 
all the economies growing out of efficient 
management and integration. 

3. Minimum price bill. _In Kentucky, 
a bill has been passed that is far more 
drastic than the 10 per cent above cost 
provision of the NRA. With some 
exceptions, retailers are not allowed to 
sell goods below the average total 
expense rate in that type of store. Thus, 
an attempt is being made to formulate a 
new economics where every article must 
bear store expenses in proportion to its 
value, regardless of rate of sale and other 
variable factors, and when a store with 
lower expense than average cannot re- 
duce prices on that account. 

4. Store licensing bill. In New York 
State, it is proposed to license certain 
retail stores and to enforce certain trade 
practices under the threat of withdraw- 
ing the license. 


FEDERAL BILLS 


The Federal bills penalizing big busi- 
ness include the following: 

1. The proposed corporation undi- 
vided surplus tax, where the larger the 
organization the higher the tax rate. 

2. The price-discrimination bills that 
attempt to take away much of the price 
advantages enjoyed by the large retail 
buyer by restricting price and discount 
differentials. These bills seem some- 
what redundant, for the existing anti- 
trust laws seem to be quite adequate to 
take care of cases of unfair discrimina- 
tion. This power is exemplified by the 
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recent ruling of the Federal Trade Com- 
mission ordering the Goodyear Tire 
Company to cease selling Sears-Roebuck 
and Company at prices far below those 
allowed to other dealers. Again, the 
bills may prove innocuous if the price 
discrimination at which they are aimed 
must be proved to be substantially 
lessening competition and tending to- 
ward monopoly. No retail institution 
in this country has any such monop- 
olistic control over its market. 

3. The design copyright bills of which 
there are some five or six. The purpose 
of all of them is to make it possible for 
manufacturers to obtain copyrights for 
designs without any investigation to 
determine whether the designs are 
actually originals. The attempt is also 
made to protect filed designs against 
imitations as well as against copies. 
These bills are a dangerous threat to 


every retailer who aspires to fashion 
leadership. In general, these are the 


larger stores. If one of the proposed 
bills is passed, every new style purchased 
may be the subject of litigation and 
there will be no assurance of receiving 
orders placed with manufacturers; before 
the time of shipment a competing manu- 
facturer may bring suit and get an 


injunction against shipment until the 
case has been settled. 


CONSUMER DISREGARDED 


The chief complaint against all these 
attempts to interfere with business 
practice through legislation is that they 
forget the consumer with his interest in 
low prices. Minority groups, who fear 
the competition of chains, buying syndi- 
cates, and large department stores, are 
trying—and often succeed—to prevail 
upon legislators to set their interests 
above those of the public. Again, if 
attempts to establish one price to all 
should be successful, the small dealer 
himself may be harmed as the leading 
manufacturers limit their dealings to the 
large outlets and refuse to do business 
with small buyers. 

Large-scale retailing with its continual 
effort to sell for less has the preponder- 
ance of economic argument on its side. 
But the battle today is being waged in 
the emotional not the economic arena. 
It is high time that large organizations 
explain themselves to the consumer and 
through him to the lawmaker—otherwise 
we may slip back to the “horse and 
buggy stage.” 

J. W. W. 





